Calendar No. 1393 


82p CoNGRESS SNATE Report 
_ edi Session V. OF My¥cH 466 


228 1969 


RY 


AMENDING THE RAILROAD UNEMPLOYMENT 
INSURANCE ACT 


ApRIL 22 (legislative day, Aprin 14), 1952.—Ordered to be printed 


Mr. Murray, from the Committee on Labor and Publie Welfare, 
submitted the following 


REPORT 
[To accompany §S. 2639] 


The Committee on Labor and Public Welfare, to whom was referred 
S. 2639 introduced by Mr. Murray (for himself, Mr. Chavez, Mr. 
Hill, Mr. Kilgore, Mr. McFarland, Mr. Magnuson, Mr. Gillette, 
Mr. Humphrey, Mr. Kefauver, Mr. Neely, Mr. Douglas, Mr. Kerr, 
Mr. Moody, Mr. Lehman, Mr. Langer, Mr. Morse, Mr. Young, and 
Mr. Ives), to amend the Railroad Unemployment Insurance Act, 
having ¢ onsidered the same, report favorably thereon, with an ame nd- 
ment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

On page 2, strike out line 1, and insert in lieu thereof the following: 

Sec. 2. Section 3 of the Railroad Unemployment Insurance Act, as amended, 
is amended by striking out ‘‘not less than $150” and inserting in lieu thereof 


‘not less than $300”. 
Sec. 3. The amendments made by this Act shall become 


SUMMARY OF BILL 


This bill as reported by the committee would substitute a new table 
of benefit rates for the rates now payable under the Railroad Unem- 
ployment Insurance Act. The new table provides for 10 daily benefit 
rates, beginning with $3 a day and increasing by 50-cent intervals to 
$7.50 aday. At present there are nine daily benefit rates, the lowest 
being $1.75 and the highest $5. 

The base year compensation to which the various daily benefit 
rates would be applicable under this bill are somewhat different from 
those provided for in existing law. Under this bill, the minimum 
base year compensation range is from $300 to $474.99, while the 
highest is $3,500 and over. At present, the lowest range is from 
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$150 to $199.99, and the highest is $2,500 and over. A comparison 
of the provisions of this bill with the provisions of the present law is 
shown in table 1 


TABLE 1.—Benefits for unemployment and sickness (excluding maternity) under the 
present Railroad Unemployment Insurance Act and under the schedule proposed 
in S. 2639 


























Present act 5. 2639 
| 
| Benefits for Benefits for | Maxi- 
| 14-day registra- | | 14-day registra- | mum ben- 
Base-year earnings | Daily; tion period Maxi- | Daily; tion period Maxi- | Percent | efits as 
| bene-|_ ____._____| mum _ | bene-} | )6mum | increase | percent of 
fit | benefits| fit benefits| in /|minimum 
rate | First | Subse- for year) rate Firs | Subse- | for year) benefits — 
quen quent ng 
| period | | periods pe riod | | periods earnings 
| | | 
renner rete nett 
$150 to $199.99 ee te | ae TEER Diwicasldnensocnlscutnoudivsmewenste’ safe 
$200 to $474.99_. } 2.00 | 14.00 | 20.00-} 260.00 |......}....- + ae aSes lata biel : 
$300 to $474.99__. ' oanine = La einiabbainitn -|$8.00 | $21.00 | $30 $390 50 130 
$475 to $749.99_- -| 2.25 15. 75 | 22.50 292. 50 | 3.50 | 24.50 | 35 455 | 55. 55 96 
750 to $999.90.......| 2.50 | 17.50 | 25.00 | 325.00 | 4.00 | 28.00 | 40 520} 60 69 
$1 000 to $1,299.99..._| 3.00 21.00 | 30.00 | 390.00 | 4.50 31. 50 | 45 585 | 50 58 
$1,300 to $1,599.99..../ 3.50 | 24.50 | 35.00 | 455.00 | 5.00 | 35.00 50 650 42.9 SO 
$1,600 to $1,999. 99. _- ..| 4.00 28. 00 40.00 | 520.00 | 5.50 38. 50 | 55 715 37.5 45 
$2,000 to $2,499.99 | 4.50} 31.50 / 45. 00 | | 585. 00 6.00 42.00 | 60 780 33. 33 39 
$2,500 to $2,999.99-- | 6. 50 | 45. 50 | 65 845 30 34 
$3,000 to $3,499.99. ___|>5. 00 35. 00 50.00 | 650.00 |{7.00 49.00 | 70 910; 40 30 
$3,500 or more... _--- |17. 50 | 52. 50 | 75 | 975) 50 28 
i ! } | | 








Genk ~The benefit year begins July 1 and the base year is the saseiins calendar year, 
Source: Office of Director of Research, Railroad Retirement Board, Feb. 16, 1952. 


As shown in the table, the minimum earnings necessary to qualify 
for benefits under present law is $150 in a base year. The bill as 
reported by the committee would increase this amount to $300. In- 
stead of providing the same daily benefit rate for all base-year earnings 
of $2,500 and over, the bill would add two additional earnings brackets, 
namely, $3,000 to $3,499.99, and $3,500 or more, for which daily 
benefit rates of $7 and $7.50, respectively, are provided. 

The percentage increases which this bill would make in the daily 
benefit rates range from 30 to 60 percent, depending on the employee’s 
base-year earnings. Based on the actual distribution of beneficiaries 
in the 1950-51 benefit year, the over-all increase would be 38.6 per- 
cent (35.6 percent for tinemployment due to lack of work, and 41.2 
percent for unemployment due to sickness). 


HEARINGS ON THE BILL 


Hearings on S. 2639 were held on March 4, 5, and 6, 1952. Spokes- 
men for the Railway Labor Executives’ Association representing all 
standard railway labor organizations appeared in support of the bill. 
Representatives of the Association of American Railroads appeared 
in opposition to the bill. A spokesman for the American Life Conven- 
tion and the Life Insurance Association of America urged postpone- 
ment of action on the bill until a comprehensive study of the railroad 
and other unemployment insurance systems could be made. State- 
ments for and against the bill were made or submitted by other 
interested parties. 

The majority of the Railroad Retirement Board and the Federal 
Security Agency reported favorably on this bill. These reports are 
shown in appendix A to this report. 
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NEED FOR LEGISLATION 


Except for the addition of the two highest daily benefit rates in 1946 
(i. e., a daily benefit rate of $4.50 for the compensation range $2,000 to 
$2,499.99, and a daily benefit rate of $5 for the compensation range of 
$2,500 and over), the daily benefit rates in the act have not been 
changed since 1940. 

Since 1946, wage rates in the railroad industry have risen about 57 
percent and weekly earnings have risen 33 percent. However, the 
average payment per week of unemployment due to lack of work in 
the benefit year ended June 30, 1951, was $17.38, or only a few cents 
higher than in the first year after the 1946 amendments, when the 
average payment per week was $17.30. The average payment per 
week for unemployment due to sickness was $22.02 for the year ended 
June 30, 1951, and this average has shown little change during the 4 
years this part of the benefit program has been in operation. With 
this same average benefit payment, the unemployed railroad worker 
must meet living costs which, according to the Consumers’ Price 
Index of the Bureau of Labor Statistics, has risen 36 percent from 
1946 through December 1951. 

In the year ended June 30, 1946, benefits per week of unemployment 
were 30 percent of the average earnings per week. In the year ended 
June 30, 1951, these be nefits were only a little over 22 percent of the 
earnings per week. It is clear, therefore, that benefits payable under 
the Railroad Unemployment Insurance Act now constitute a much 
smaller proportion of the regular wages of railroad employees than 
they were in 1946, and that they meet the needs of these employees less 
adequately in periods of unemployment and sickness. The increase 
proposed by this bill would do little more than restore the ratio of 
benefits to earnings to where it was in 1946. 


CONTRIBUTIONS FOR RAILROAD UNEMPLOYMENT INSURANCE ACT 
BENEFITS 


The unemployment and sickness programs are supported by contri- 
butions collected by the Railroad Retirement Board from employers 
alone. The contribution rate, provided for in section 8 of the Rail- 
road Unemployment Insurance Act, is based on a sliding scale, and is 
fixed for each calendar year in accordance with the balance in the 
railroad unemployment insurance account as of the close of business 
on September 30 of the preceding year, according to the following 
schedule: 


| The rate with respect to 
If the balance to the credit of the railroad unemployment insurance account as | compensation paid 


: 3 ‘ ; : during the next suc- 
> clos siness on Sept. ¢ any year, as dete ed by the Board, is- : 
of the close of business on Sept. 30 of any year, as determined by the Board, is ceeding calendar year 








shall be— 
$450,000,000 or more _- - a ; .| % percent. 
$400,000,000 or more but less than $450,000,000....- =.=. ; | 1 percent. 
$350,000,000 or more but less than $400,000,000 : | 14% percent. 
$300,000,000 or more but less than $350,000,000...._.-___._..... ‘ia 2 percent. 
$250,000,000 or more but less than $300,000,000 ; 2% percent. 


Less than $250,000,000 _ - NeLee nike dana naneeadaGe we adnan eee eda aeme eae aie 3 percent. 
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BALANCE IN UNEMPLOYMENT INSURANCE ACCOUNT 


As of June 30, 1951, the balance in the unemployment insurance 
eeceiaasieas aed aah. , a 
account was $765,833,000. This amount in reserve is equivalent to 
about 5% years of benefit payments at the expenditure rate in the 
fiscal year 1949-50, and to over 14 years of benefit payments at the 

expenditure rate in the fiscal year 1950-51. 


COST OF BILL 


The changes in the Railroad Unemployment Insurance Act proposed 
in S. 2639, as amended, would not require any change in the provisions 
of section 8 of the act relating to contributions from employers. 
Actually, it seems likely that for some years contributions would remain 
at the present minimum rate of one-half of 1 percent. However, if 
that minimum rate should eventually prove insufficient, the contribu- 
tion rate would rise automatically, and the present provisions of 
section 8 permit it to rise to a level sufficient to provide all funds which 
could be needed under any reasonably foreseeable circumstances. 

The Railroad Retirement Board has estimated that under the 
present benefit formula the contribution rate would have to be in- 
creased to 1.0 percent in 1961, 2.0 percent in 1962, 2.5 percent in 
1963, and 2.0 percent in 1964. Under the benefit formula proposed 
by this bill, the contribution rate would have to be increased to 1.5 
percent in 1959, 2.0 percent in 1960, 3.0 percent in 1961, and 2.5 per- 
cent in 1964. 


TECHNICAL ANALYSIS OF THE BILL AS REPORTED 


The first section of the bill as reported amends subsection (a) of 
section 2 of the Railroad Unemployment Insurance Act so as to 
substitute a new table of daily benefit rates for that which now 
appears in such subsection. The new table provides for 10 daily 
benefit rates, beginning with $3 and increasing by 50-cent intervals 
to $7.50; under the existing table there are nine daily benefit rates, 
the lowest being $1.75 and the highest $5. The compensation ranges 
to which the various daily benefit rates would apply are somewhat 
different from those provided for in the existing table. In the new 
table the lowest compensation range is from $300 to $474.99 and the 
highest compensation range is $3,500 and over; under the existing 
table, however, the lowest compensation range is from $150 to $199.99, 
and the highest is $2,500 and over. 

Section 2 of the bill as reported makes a necessary conforming 
change to section 3 of the Railroad Unemployment Insurance Act. 
Section 3 of that act now provides that an employee shall be a “quali- 
fied employee” if the Railroad Retirement Board finds that his 
compensation with respect to the base year will have been not less 
than $150. Since the lowest compensation range for which a daily 
benefit rate is specified in the new table is from $300 to $474.99, it 
was necessary to raise the qualifying amount of compensation from 
$150 to $300. 

Section 3 of the bill as reported provides when the amendments 
made by the bill will take effect. For the benefit year which ends 
June 30, 1952, the benefits will be computed under the benefit rate 
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table in existing law. For the benefit year ending June 30, 1953, 
and for all succeeding benefit years, benefits will be computed under 
the new table. 


Effect of changing values on protection against wage loss '—-Minimum and average 
rates of pay, full employment in base year 


Weekly un- | Percentage 


W aie wage = of wage loss 
. benefit covered 

Minimum hourly rate 

1940, $0.36 $17. 28 $12. 5D 72 

Current, $1.395 55. 80 25. 00 45 

Proposed, $1.395 55. 80 32. 50 58 
Average hourly rate: 

1940, $0.74 35. 52 20. 00 56 

Current, $1.77 70. 80 25. 00 35 

Proposed, $1.77 70. 80 37. 50 53 


! From testimony of George M. Harrison 
Effect of changing values on minimum qualifying employment ! 


Minimum Full-time employment 
Average hourly rate qualifying needed for monthly 
earnings | qualifying earnings 


1940, $0.74... _. $150 | 1 month. 
Current, $1.77 150 | 2 weeks and 6 hours. 
Proposed, $1.77 300 | 1 month. 


1 From testimony of George M. Harrison. 
ADEQUACY OF PRESENT FINANCING 1 


Basic tax rate under present law, 3 percent; estimated total cost with amend- 
» "7 


ment, 2 to 2.7 percent. 


CONCENTRATION OF QUALIFIED EMPLOYEES ELIGIBLE FOR UNDIFFERENTIATED 
MAXIMUM BENEFIT RATE ? 


Percent Percent 
1939-40 56. 8 | 1946-47 3 32. 5 
1940-41 __ ’ 46. 6| 1947-48 $1.5 
1941-42 48. 5 | 1948-49 50. 5 
1942-43 50. 4} 1949-50 58. 1 
1943-44 51. 7} 1950-51 61.5 
1944-45 56. 5] 1951 if proposed amendment in 
1945-46 57.8 effect 3 20. 4 


| From testimony of George M. Harrison. 
2 From testimony of Lester P. Schoene. 
3 Reduced concentration reflects addition of new higher daily benefit rates 


Effect proposed amendment would have had on 1950-51 benefit disbursements ! 


Amount Percent 
Unemployment insurance increase ‘ — Bp ate $8, 452, 400 35.6 
Sickness increase ak : ar : aes 10, 916, 600 41.2 


' From testimony of Lester P. Schoene 
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State and railroad systems—ratio of benefits to earnings ! 





| Average | Average | Percent 
benefit per weekly benefit to 
week earnings Soy earnings 





Railroad Unemployment Insurance Act 


EE ND Sen mit cntin is snctisiblntaieenvakcek 


| $19. 82 | $72. 36 





| State unemployment compensation laws 


Gear Fer Misia oon ec ccccibevascncecansacacaves s ; $20. 00 








$60. 31 | 34.4 


1 From testimony of Lester P. Schoene, 


STATUS OF RAILROAD UNEMPLOYMENT INSURANCE ACCOUNT JUNE 930, 1951 


Unemployment insurance benefits paid preceding benefit year $24, 780, 000 
Balance in account _ _ - 765, 833, 000 
Ratio balance to unemployment insurance benefits 30. 9 
Sick benefits paid preceding benefit vear . 27, 003, 000 
Ratio of balance to total benefits. 14. 6 


CARRIER SAVINGS UNDER SLIDING SCALE CONTRIBUTION RATE 


Contributions paid, 1939—51- — - ; $1, 014, 647, 000 
Contributions at full 3 percent rate, 1939-51 1, 402, 767, 000 
Savings by reason of sliding scale 388, 120, 000 
Tax on railroad payroll at average State rate, 1939—51- _- 906, 498, 000 
Excess of contributions to date over average State rates 108, 149, 000 
Estimated savings by 1960 under sliding scale as against average | 300, - 000 


State rates. . _ | 350, 000, 000 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXILX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


BENEFITS 


Sec. 2. (a) Benefits shall be payable to any qualified employee (i) for each 
day of unemployment in excess of seven during the first registration period, within 
a benefit vear, in which he will have had seven or more days of unemployment, 
and for each day of unemployment in excess of four during any subsequent regis- 
tration period in the same benefit year, and (ii) for each day of sickness (other than 
a day of sickness in a maternity period) in excess of seven during the first registra- 
tion period, within a benefit year, in which he will have had seven or more such 
days of sickness, and for each such day of sickness in excess of four during any 
subsequent registration period in the same benefit year, and (iii) for each day of 
sickness in a maternity period. 

The benefits payable to any such employee for each such day of unemployment 
or sickness shall be the amount appearing in the following table in column II on 
the line on which, in column I, appears the compensation range containing his 
total compensation with respect to employment in his base year: 





' 
i 
: 
i 
| 
: 
' 
i 





NE ER RCE ENT EILEEN BO I Par 


a 


RTT 
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Column II 


(Column I Daily benefit 
Total compensation rate 
$150 to $199.99____ : , ene $1. 75 
$200 to $474.99____.___- 2. 00 
$475 to $749.99_ _ __ 2. 25 
$750 to $999.99____ 2. 50 
$1,000 to $1,299.99_ __ 3. 00 
$1,300 to $1,599.99. ___ 3. 50 
$1,600 to $1,999.99 _ __ 4. 00 
$2,000 to $2,499.99 _ __ 4. 50 
$2,500 and over - 5. 00J 

Column I] 

Column I Daily benefit 
Total compensation rates 
$300 to $474.99- $3. 00 
$475 to $749.99__ 3. 50 
$750 to $999.99__ 4. 00 
$1,000 to $1,299.99___ 4. 50 
$1,300 to $1,599.99... 5. 00 
$1,600 to $1,999.99_. 5. 50 
$2,000 to $2,499.99__- 6. 00 


$3,000 to $3,499.99__ . 00 
$3,500 and over___------- ‘ . 50 


The amount of benefits payable for the first fourteen days in each maternity 
period, and for the first fourteen days in a maternity period after the birth of the 
child, shall be one and one-half times the amount otherwise payable under this 
subsection. Benefits shall not be paid for more than eighty-four days of sickness 
in a maternity period prior to the birth of the child. Qualification for and rate of 
benefits for days of sickness in a maternity period shall not be affected by the 
expiration of the benefit year in which the maternity period will have begun. unless 
in such benefit year the employee will not have been a qualified employee. 

In computing benefits to be paid, days of unemployment shall not be combined 
with days of sickness in the same registration period. 

(b) The benefits provided for in this section shall be paid to an employee at 
such reasonable intervals as the Board may prescribe. 

(c) The maximum number of days of unemployment within a benefit year for 
which benefits may be paid to an employee shall be one hundred and thirty, and 
the maximum number of days of sickness, other than days of sickness in a mater- 
nity period, within a benefit year for which benefits may be paid to an employee 
shall be one hundred and thirty. 

(d) If the Board finds that at any time more than the correct amount of bene- 
fits has been paid to any individual under this Act or a payment has been made to 
an individual not entitled thereto (including payments made prior to July 1, 
1940) recovery by adjustments in subsequent payments to which such individual 
is entitled under this Act or any other Act administered by the Board may, except 
as otherwise provided in this subsection, be made under regulations prescribed by 
the Board. If such individual dies before recovery is completed, recovery may be 
made by set-off or adjustments, under regulations prescribed by the Board, in 
subsequent payments due, under this Act or any other Act administered by the 
Board, to the estate, designee, next of kin, legal representative, or surviving 
spouse of such individual, with respect to the employment of such individual. 

Adjustments under this subsection may be made either by deductions from 
subsequent payments or, with respect to payments which are to be made during 
a lifetime or lifetimes, by subtracting the total amount of benefits paid in excess 
of the proper amount from the actuarial value, as determined by the Board of 
such payments to be made during a lifetime or lifetimes and recertifying such 
payments on the basis of the reduced actuarial value. In the latter case, re- 
covery shall be deemed to have been completed upon such recertification. 

There shall be no recovery in any case in which more than the correct amount 
of benefits has been paid to an individual or payment has been made to an indi- 
vidual not entitled thereto (including payments made prior to July 1, 1940) who, 
in the judgment of the Board, is without fault when, in the judgment of the 
Board, recovery would be contrary to the purpose of this Act or would be against 
equity or good conscience. 

No certifying or disbursing officer shall be held liable for any amount certified 
or paid by him in good faith to any person where the recovery of such amount 


$2,500 to $2,999.99__- re 6. 50 
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is Waived under the third paragraph of this subsection or has been begun but 
cannot be completed under the first paragraph of this subsection. 

(e) No benefits shall be assignable or be subject to any tax or to garnishment, 
attachment, or other legal process under any circumstances whatsoever, nor shall 
the payment thereof be anticipated. 

(f) If (i) benefits are paid to any cmployee with respect to unemployment or 
sickness in any registration period, and it is later determined that remuneration 
is payable to such employee with respect to any period which includes days in 
such registration period which had been determined to be days of unemployment 
or sickness, and (ii) the person or company from which such remuneration is 
payble has, before payment thereof, notice of the payment of benefits upon the 
basis of days of unemployment or sickness included in such period, the remunera- 
tion so payable shall not be reduced by reason of such benefits but the remunera- 
tion so payable, to the extent to which benefits were paid upon the basis of days 
which had been determined to be.days of unemployment or sickness and which are 
included in the period for which such remuneration is payable, shall be held to 
be a special fund in trust for the Board. The amount of such special fund shall 
be paid to the Board and in the collection thereof the Board shall have the same 
authority, and the same penalties shall apply, as are provided in section 8 of this 
Act with respect to contributions. The proceeds of such special fund shall be 
credited to the account. Such benefits, to the extent that they are represented 
in such a special fund which has been collected by the Board, shall be disregarded 
for the purposes of subsection (c) of this section. 

(g) Benefits accrued to an individual but not yet paid at death shall, upon 
certification by the Board, be paid, without necessity of filing further claims 
therefor, to the same individual or individuals to whom any death benefit that 
may be payable under the provisions of section 5 of the Railroad Retirement Act 
of 1937 or any accrued annuities under section 3 (f) of the Railroad Retirement 
Act of 1937 are paid; and in the event that no death benefit or accrued annuity 
is so paid, such benefits accrued under this Act shall be paid as though this sub- 
section had not been enacted. 

Sec. 3. An employee shall be a ‘‘qualified employee”’ if the Board finds that 
his compensation will have been [not less than $150] not less than $300. 


Unitep States or AMERICA, 
RariLRoAD RETIREMENT Boarp, 
Chicago, Ill., February 26, 1952. 
Hon. James E, Murray, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Murray: This is a report on 8. 2639 which was introduced in 
the Senate on February 11, 1952, and referred to your committee for consideration, 

The bill would substitute a new table of benefit rates for that now appearing in 
subsection (a) of section 2 of the Railroad Unemployment Insurance Ket. The 
new table provides for 10 daily benefit rates, beginning with $3 and increasing by 
50-cent intervals to $7.50; at present there are 9 daily benefit rates, the lowest 
being $1.75 and the highest $5. The compensation ranges to which the various 
rates would be applicable are somewhat different from those provided for in the 
table now contained in the act. In the new table the lowest compensation range 
is from $300 to $474.99, while the highest is $3,500 and over; at present the lowest 
range is from $150 to $199.99, and the highest is $2,500 and over. 

The Board favors the enactment of this bill. Eycept for the addition of the 
two highest compensation ranges in 1946, the table of benefit rates in the act has 
not been changed since 1940. Since that time, in order to meet the rising cost of 
living, wages have increased to such an extent as to make unnecessary any com- 
pensation range beginning with less than $300 and to require, on the other hand, 
a revision and liberalization of the benefit scale, in the manner proposed in 8. 2639, 
in order to eliminate the disparity between wages and existing benefit rates. 

Moreover, for the calendar year 1951 the average weekly benefit amount for all 
States was $21.08 as against $17.41 under the Railroad Unemployment Insurance 
Act. The bill, if enacted, would have the effect of bringing the average weekly 
benefit amount under the Railroad Unemployment Insurance Act to slightly 
above the States’ average for the calendar year 1951. This slight advantage, 
however, would not be of long duration because the States’ 1951 average does not 
reflect for the entire year the increases provided in some of the States during the 
year (in the State of Illinois the increased rate will not. be effective before leet 
1952), and because the governors of some States have recently recommended 














AMEND THE RAILROAD UNEMPLOYMENT INSURANCE ACT 9 


increases in unemployment benefit rates and the legislatures of other States are 
now considering such increases. 

The attached copy of a letter from the President of the United States to Senator 
Blair Moody, dated February 18, 1952, in reply to Senator Moody’s letter of 
February 5, 1952, is marked ‘‘Exhibit A’’ and is made a part hereof. In his letter 
the President said, among other things, that most State benefits are inadequate 
and should be raised. 

During the hearings on February 19, 1952, before the Senate Committee on 
Finance on 8, 2504, the Honorable Maurice J. Tobin, Secretary of Labor, confirmed 
“the President’s views with regard to the inadequacy of the benefit rates in the 
States and the need for increasing such rates. Further, in discussing the reasons 
for the States’ failure to maintain benefit rates in relation to wages, Secretary 
Tobin quoted from the report of the House Committee on Ways and Means on 
the original Social Security Act of 1935 to the effect that originally each State 
feared that an unemployment insurance law would place its industries in competi- 
tion with industries of States which did not have such laws and that the purpose 
of the Federal tax was to equalize interstate competition, that is, to enable each 
State to enact an unemployment insurance law without fear of placing its indus- 
tries at a competitive disadvantage with industries of other States. However, 
the Secretary stated, in effect, that because of the operation of the merit rating 
system, the primary purpose of an unemployment insurance law (to provide 
adequate benefits) has since been lost sight of by the States in their efforts to keep 
costs down. Pointing out that this in turn reestablishes the same competition 
which existed in 1935, the Secretary stated: 

‘“* * * the variation among States in benefits and in employment taxes has 
brought back the same competitive condition among the States. The Federal 
Government’s responsibility is basically the same now, to assist the States to have 
adequate unemployment insurance systems, as it was in 1935; to assist them to 
have unemployment insurance systems at all. What was done then by the 
Nation-wide employment tax has to be sought now by Nation-wide standards so 
that no State is prevented from paying benefits by fear of handicapping its 
employers in competition with industry in other States. 

“Now, way back in 1935 all of the States were collecting 2.7 percent, and the 
benefits generally over the country were fairly generous in relation to wages as 
compared with those paid today, and the reason is that subsequently the 2.7 
percent ceased to be an even payment over the Nation through the operation of a 
merit rating system; and now you find inadequate payments in States due to the 
endeavor to keep charges by the respective States down.” 

The Board is convinced that the changes in the act proposed in 8. 2639 would not 
require any change in the provisions of section 8 cf the act relating to contributions. 
Actually, it seems likely that for some years contributions would remain at the 
present minimum rate of one-half of one percent. However, if that minimum rate 
should eventually prove insufficient, the contribution rate would rise automat- 
ically, and the present provisions of section 8 permit it to rise to a level sufficient 
to provide all funds which could be needed under any reasonably foreseeable 
circumstances. 

It may be noted that, since the elimination of the lower compensation ranges 
would clearly raise the qualifying amount to $300, it would seem advisable to 
substitute $300” for ‘$150” in section 3 of the act. 

One member of the Board dissents from this report and his dissenting views 
are set forth below. 

Time has not permitted submission of this report to the Bureau of the Budget. 
When we have received the comments of that Bureau, we shall forward them to you. 

Respectfully submitted. 

Wintuiam J. Kennepy, Chairman. 

Attachment: Exhibit A. 


DISSENTING Views oF F. C. Squirt, MEMBER, RAILROAD RETIREMENT BOARD 


I dissent from the above report by the two other members of our Board. 

I am opposed to the bill, S. 2639. It would increase by $25,000,000 or $30,000,- 
000 a year the payments for unemployment, sickness, and maternity benefits to 
the 214 percent of the Nation’s workers who are in the railroad industry, and raise 
such benefits to a level far above that applying to the 55 percent covered by State 
laws, and far above the level recommended by the Ways and Means Commi tee 
(H. Rept. 871, 82d Cong., Ist sess.) for the 3 percent who are Federal Govern- 
ment employees. It is to be remembered that no similar benefits are provided by 
any State or Federal law for the remaining 39 percent of the Nation’s workers, 
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PROVISIONS FOR HIGHER DAILY RATES AND OTHER LIBERALIZATIONS HAVE 
INCREASED UNEMPLOYMENT BENEFITS AS MUCH AS WAGES AND THE COST OF 
LIVING SINCE THE ORIGINAL RAILROAD UNEMPLOYMENT INSURANCE ACT OF 1938 


Railroad beneficiaries who became unemployed in the fiscal year 1951 were paid 
$23,719,000, excluding sickness and maternity benefits. A study made by mem- 
bers of our staff at my request indicates that with the wages in effect in 1938 and 
under the provisions of the original 1938 Railroad Unemployment Insurance Act 
the beneficiaries of the fiscal year 1951 would have received approximately, 
$9,800,000. This indicates that the automatic effect of changes in wage rates and 
the changes in the benefit rates and other liberalizations that have taken place in 
the Railroad Unemployment Insurance Act from the time of the original 1938 act 
to the one now in effect, have increased benefits, based on the pattern of unemploy- 
ment in fiscal year 1951, by about 142 percent. As compared with that increase, 
full-time weekly or monthly wages have increased about 120 percent and cost 
of living as measured by the Consumers’ Price Index has increased about 89 
percent. 


PRESENT RAILROAD UNEMPLOYMENT INSURANCE ACT IS MORE LIBERAL THAN 
STATE LAWS 


About 35 percent to 40 percent of the benefits normally paid under the Railroad 
Unemployment Insurance Act are for sickness and maternity. Only four States 
have laws for the payment of sickness benefits and those laws provide for the 
employees to pay all or part of the cost of sickness benefits. In contrast, the 
Railroad Unemployment Insurance Act provides sickness and maternity benefits 
for railroad employees Nation-wide and requires that the entire cost be borne by 
the railroads. Consequently, the Railroad Unemployment Insurance Act, in 
providing such sickness and maternity benefits entirely at the employer’s expense, 
is already much more liberal than the State systems, to the extent of about 
$28,000,000 ($26,000,000 sickness and $2,000,000 maternity) per year. 

Turning now to a comparison of only unemployment benefits. A common 
comparison, because simple and readily available, is between the average of 
weekly benefits paid all groups of beneficiaries under the State laws and the aver- 
age for all groups of beneficiaries under the railroad law. For example, under 
State laws the average weekly benefit for total unemployment for the calendar 
year 1950 was $20.76 (table 18, Statistical Supplement, Labor Market and 
Employment Security, April 1951), whereas under the railroad law the average 
for total unemployment, excluding sickness, for the fiscal year 1951 was $17.38. 
The comparison of $20.76 with $17.38 would seem to indicate that the railroad 
schedule of benefits is lower than the average of the State schedules. However, 
such conclusion would be unwarranted. It is a well-known principle of statistics 
that conclusions based on mere ‘averages’? must be reached with caution. The 
trouble here is that these two averages are not based on the same proportions of 
low and high earners. An illustration is the average weekly payments under the 
Railroad Unemployment Insurance Act. In the fiscal year 1951, the average 
a for a week of total unemployment was $17.38 and for sickness $22.02. 
Merely looking at the $17.38 and $22.02 might lead one unfamiliar with the act 
to think that the daily rates for sickness are higher than for unemployment. 
The fact is, of course, that the act prescribes a single schedule of daily rates, 
applicable to both unemployment and sickness, no more liberal for one than for 
the other. The difference between the $17.38 and $22.02 weekly averages is due, 
not to the sickness daily rates being higher than the unemployment daily rates 
but to the fact that a much smaller proportion of the unemployment beneficiaries 
drew benefits at the maximum rate than was true of the sickness beneficiaries. 
For example, of the unemployment beneficiaries only 24 percent were in the top 
($5) bracket whereas 68 percent of the sickness beneficiaries were in that bracket. 
For the same reason the comparison of a grand average of the States (such as 
$20.76) with a grand average of the railroad system (such as $17.38) is misleading. 
The $20.76 is based on 54 percent (table 18, Statistical Supplement, Labor 
Market and Employment Security, April 1951) in the top bracket; the $17.38 
on only 24 percent in the top bracket. 

Inasmuch as the simple, over-all averages are not properly comparable, we 
must look at the underlying detail. Of the information available for the States, 
the provisions of State laws including any legislative changes made up to December 
1, 1951, even if not effective until later, as tabulated on pages 13, 14, and 15 of 
the Social Security Bulletin of Decenber 1951, appear to be the most readily 
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usable. Averages with respect to the more important provisions of those State 
laws (including those of the District of Columbia, Alaska, and Hawaii) are com- 
ared in the table below with corresponding provisions of the present Railroad 
JInemployment Insurance Act and with the provisions proposed in S. 2639. 
Allowances for dependents are omitted from the following table because only 11 
States have such provisions and because the amounts they pay for dependents 
constitute only about 1 percent of the total paid by all States for unemployment. 


States 
See - Railroad 
Provision present S. 2639 
Simple Weighted law 
average average ! 
| 

Minimum weekly benefit for total unemployment $7. 26 | $8. 58 $8. 75 $15. 00 
Maximum weekly benefit for total unemployment $24. 50 | $26. 45 $25. 00 $37. 50 
Maximum total benefits payable in benefit year__. $552. 90 $647. 00 $650. 00 $975. 00 
Maximum weeks of total unemployment payable - - 22 24 26 26 


1 Weighted averages were obtained by weighting according to number of beneficiaries in the calendar 
year 1950. 


OTHER RESPECTS IN WHICH THE PRESENT RAILROAD UNEMPLOYMENT SYSTEM IS 
ALREADY MORE LIBERAL THAN THOSE OF THE STATES 


1. All State laws prohibit the payment of unemployment benefits to strikers. 
Radically contrary is the railroad unemployment system under which, in prac- 
tically all cases, strikers are paid unemployment benefits. If the act is to be 
amended, certainly the payment of benefits to strikers should be prohibited the 
same as in all the State laws. 

2. Of the four States that have sickness (temporary disability) laws, three of 
them specifically prohibit payment of benefits for maternity, and while the other 
provides for sickness benefits in maternity cases, it is for a shorter length of time 
than the railroad unemployment insurance law, and is at the expense of the 
employees. In contrast, the Railroad Unemployment Insurance Act provides for 
Nation-wide payment of maternity benefits. These average about $535 per case, 
and aggregate about $2,000,000 per vear. About two-thirds of the women do not 
return to work. The entire cost is on the railroads. I have never heard any 
railroad man attempt to justify this maternity provision, If the act is to be 
amended, the maternity provision should be eliminated. 

3. Under most State laws the taxpaying employer can under certain conditions 
object in the administrative proceedings and also obtain court review if he thinks 
that payments of certain unemployment benefits to his employees, or former 
employees, by the State agency are contrary to the State law. Under the Rail- 
road Unemployment Insurance Act, thé taxpaying railroad employer does not 
have that right, according to the decision of the Court of Appeals for the Seventh 
Circuit in Railway Express Agency, Inc. v. Kennedy et al. (189 F. 2d 801, certiorari 
denied in 342 U.S. 830). 

4. Under the railroad law a man who quits a job without good cause, or who 
refuses to accept suitable work, is disqualified from receiving unemployment 
benefits for 30 calendar days. All States have related provisions. In some of 
them the disqualification is complete. In a great majority of the others the dis- 
qualifying period is much longer than 30 days (pp. 11, 12, Statistical Supplement, 
Labor Market and Employment Security, April 1951). 

5. All States disqualify for varying lengths of time a man who has been sus- 
pended or discharged for misconduct. The railroad law does not disqualify but, 
on the other hand, pays unemployment benefits in such a case just the same as 
if the man had been laid off due to lack of work. 

6. Practically all State laws provide that in cases of partial unemployment no 
benefits are payable when the earnings from part-time employment equal or 
exceed the weekly benefit amount. Where they fall below such amount the 
benefit is reduced by the amount of the part-time earnings less an amount varying 
by States but averaging about $3.50, designed to serve as an incentive to a man 
to continue part-time work. For example, a man otherwise entitled to the 
typical State maximum of $25 weekly benefit, who worked | day a week earning 
$13, would be paid an unemployment benefit for that week of $25 reduced by 
earnings of $13 plus the incentive of $3.50 or $15.50. The railroad law is more 
liberal. It pays in 2-week periods, and would pay the above man who worked a 
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day each week, 10 days less 2 days worked, or a net of 8 days at $5 (the present 
maximum) per day, or $40 for the 2-week period. That is, $20 per week compared 
with the typical State payment of $15.50. As a second example, suppose a man 
worked 2 days a week at $13 a day. Under the typical State law he would get no 
unemployment benefits because his weekly earnings of $26 would exceed the State 
unemployment maximum benefit of $25. Under the railroad law, however, if 
similarly qualified for the top bracket rate of $5 per day, he would get $15 per 
week (10 possible compensable days in a 2-week period less 4 days worked leaves 
6 actually compensable days at $5). 


LIMITATION ON MAXIMUM BENEFITS IN STATE LAWS NOT CONTAINED IN THE 
RAILROAD LAW 


In most States the maximum amount of benefits, in addition to being restricted 
to a certain number of weeks, is further limited to a certain maximum proportion 
of the base-year earnings. The most general limitation is that total benefits 
shall rot exceed one-third of the total base-year earnings. There is no such 
restriction in the Railroad Unemployment Insurance Act. Under the present 
schedule of payments in the Railroad Unemployment Insurance Act, a relatively 
small proportion of beneficiaries (around 10 percent in 1950-51) actually receive 
more than one-third of their base-year earnings. With the schedule of rates 
proposed by S. 2639, however, it would be possible for beneficiaries paid at all 
but the highest three rates to receive more than one-third of base-year earnings 
in benefits. At the lower rates in the proposed schedule the benefits are entirely 
out of proportion to the base-year earnings, going up as high as 130 percent of the 
base-year earnings for an employee with base-year earnings of $300. The follow- 
ing table shows the number of beneficiaries in 1950-51 with base-vear earnings of 
$300 to $1,200 who exhausted benefit rights, the benefits they would receive 
under the proposed schedule, and the percent these benefits would have been of 
their base-year earnings. 


Number Proposed maximum benefits 

who drew ~ _ a 

aie Salles benefits for | 

Base-year earnings 26 weeks, | | Percent of 

fiscal year Amount | base-year 

1951 | earnings 
$300 to $474 1, 480 $390 130-82 
$475-$749 : 1, 620 455 96-61 
$750-$999 . ‘ 1, 480 520 | 69-52 
$1,000 to $1,299 1, 460 585 58-45 


At least 20 percent of all beneficiaries dyring fiscal year 1951 would have received 
more than one-third of their base-year earnings if the proposed schedule had been 
in effect. 

Respectfully submitted. 

F. C, Squire, Member. 
Exuisit A 
FEBRUARY 5, 1952. 
The PRESIDENT, 
The White House, Washington, D. C. 

My Dear Mr. PrREstDENT: As you know, the national need for increasing our 
military strength, as an indispensable factor in averting general war, has resulted 
in a severe cut-back in the amount of metal that can be used by industry for 
civilian production, 

Perhaps the hardest hit of all communities by this situation is industrial Michi- 
gan; therefore, I have devoted my efforts to a solution. But there are other com- 
munities in the same unfortunate position, a condition of substantial unemploy- 
ment at a time when the Nation generally is producing at a high rate and more 
than 61,000,000 people are employed in our Nation. 

With Governor Williams, I have called this situation to the special attention 
of Mobilizer Wilson and Administrator Fleischmann, and together they have given 
us vigorous cooperation. 

The ceiling on the number of automobiles to be produced in the second quarter 
of 1952 has been lifted from 800,000 to 930,000 cars, and I am urging additional 
metal allocations to achieve at least that figure or exceed it. A new manpower 
directive, No. 4, has established the policy of placing defense contracts in surplus- 
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labor areas on a negotiated basis. A special task force has been set up to channel 
defense work into Detroit and other areas where there is a disproportionate 
amount of defense unemployment. And other actions are being taken, all to 
create more jobs where they are most needed and to use our productive facilities 
to the maximum degree. 

However, in a period of semimobilization such as this, certain dislocations in 
the industrial structure are inevitable. Despite the best we can do, there will be 
substantial unemployment in some areas for some months to come. Particularly 
at present prices, the State systems of unemployment compensation are entirely 
inadequate. The national average payment is $21 aweek. In these days, no one 
ready and able to work, now deprived of his job because of national need, should 
be forced to eke out an existence for his family on $21 a week, as I am sure you 
will agree. 

I have, therefore, introduced in the Senate, in company with 14 other Senators 
(and Representative Dingell has introduced a companion measure in the House), 
a bill known as 8. 2504, which would provide a temporary Federal augmentation 
of State payments during the emergency period. 

This measure in nowise attempts to change or review the unemployment- 
compensation system on a permanent basis. It is an emergency measure, de- 
signed to prevent injustice and avert suffering during the mobilization period. 

I am enclosing a copy of 8. 2504. I would appreceiate your reading it, making 
any suggestions you have to perfect it (it has already been through nine drafts), 
and letting me have your opinion regarding it. 

Should you be able to lend this measure your support, I believe you would be 
acting to provide equity for families he avily hit by the conversion, and to assist 
in the stabilization of the entire economy. 

With best wishes, 

Respectfully yours, 
Buaink Moopy, United States Senator. 


Tue Waite Houvuss, 
Washington, February 18, 1952, 
Hon. Buatr Moopy, 
United States Senate. 

My Dear 7 amr: I have your letter concerning S. 2504, the bill providing 
supplementary Federal benefits to raise unemployment-compensation benefits in 
those States having areas with substantial amounts of unemployment. 

I have looked over the bill with a great deal of interest, and have talked with the 
Secretary of Labor about it, although I have not been able to study it in enough 
detail to express views on all its specific provisions. But, generally speaking, it 
seems to me that vou are on the right track. 

We are facing a paradoxical situation right now. Across the country, generally, 
production is booming and emplovment is very high. Yet in some industries, 
affecting particular localities more than others, unemployment has been increasing 
sharply. The national mobilization effert is undoubtedly a factor in both 
situations. 

The defense program has not been the only factor leading to fewer jobs in some 

localities, but it certainly has contributed to that result. There is no more dra- 
matic illustration than the situation out in Michigan today. You are quite right 
to be worried about it. We are all worried about it. Naturally, our main effort 
has to be to find useful and productive jobs for all the unemploved who need and 
want work. But I agree that the Federal Government should help make sure that 
the people who are losing jobs right now are not penalized by the inadequacy of 
State unemployment benefits. 
S. 2504 proposes to correct that inadequacy on an emergency basis, by using 
Federal funds to supplement State unemployment benefits. This approach seems 
reasonable to me, as a short-run solution, until the States can act to increase the 
benefits paid out of their own insurance trust funds. Most State benefits are 
plainly inadequate. They should be raised—emergency or no emergency. But | 
am afraid there is no practicable way to raise them quickly to meet the present 
situation, except through the device of Federal supplementation. We have had 
plenty of experience to demonstrate that the States themselves simply cannot or 
will not act fast enough. 

Of course, this kind of stopgap, emergency action is not a substitute—and I am 
sure you do not regard it as a substitute for the general basic improvements in 
unemployment insurance which I have been urging on the Congress for Several 
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years. If those improvements had been in effect today, there would be far less 
need for emergency Federal action. In the long run, the present State systems of 
unemployment insurance will have to be substantially improved and expanded to 
give us an up-to-date, effective program. And, in the long run, the primary re- 
sponsibility of the Federal Government should be to make sure this gets done. 
_ TL hope these comments will be helpful to you. I believe very strongly that this 
Government has a positive obligation to combat unemployment everywhere and 
all the time. And we have a duty to give our workers and their families a decent 
measure of protection against the loss of earnings that unemployment brings. 
Sincerely yours, 
Harry 8S. TrRuMAN. 


FEDERAL Security AGENcy, 
Washington, March 3, 1952. 
Hon. James E, Murray, 
Chairman, Senate Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


Dear Mr. CuarrMan: This letter is in response to your requests for report on 
S. 2639, a bill to amend the Railroad Unemployment Insurance Act. 

This bill would provide for increasing railroad-unemployment and _ sickness 
benefits. 

The changes made by the bill from the existing law are as follows: 


} 
: | | P 

Daily benefit rate | Daily benefit rate 

Base-year compensation |—--—---------—||_ Base-year compensation |——~-———-— 


|Present law) 8. 2639 





Present law! 8. 2639 | 


{ 


$150 to $199.99 $1.75 | $1,300 to $1,599.99 $3. 50 | $5. 00 
$200 to $299.99. 2.00 | $1,600 to $1,999.99... ___- 4.00 5. 50 
$300 to $474.99. _ 2.00 $3.00 || $2,000 to $2,499.99. . 4.50 | 6.00 
$475 to $749.99. 2. 25 3. 50 || $2,500 to $2,999.99 5.00 6. 50 
$750 to $999.99 2. 50 4.00 |} $3,000 to $3,499.99 5.00 7.00 
$1,000 to $1,299.99. 3.00 4. 50 || $3,500 and over.._........} 5.00 7.50 


' 





According to the Railroad Retirement Board, the average daily benefit in 
November 1951 for first payments for unemployment benefits was $3.40 and for 
sickness benefits $4.67. At the end of November 1951 the balance in the unem- 
ployment insurance account was $762 million. This amount in the reserve fund 
is equivalent to about 5 years of benefit payments at the fiscal 1950 expenditure 
rate and to over 10 years of benefits at the fiscal 1951 rate. 

Benefit provisions of the Railroad Unemployment Insurance Act were last 
amended in 1946. Since that time wage rates in the railroad industry have risen 
from $1.15 an hour to about $1.80 an hour and the Consumer Price Index has in- 
creased from 139.5 to 188.6 (November 1951). As a result, benefits are a much 
smaller proportion of the regular wages of beneficiaries than they were 6 years 
ago, and they meet the needs of railroad employees less adequately in periods of 
unemployment and sickness. 

In view of the inadequacy of the existing benefit payments and the favorable 
status of the fund we recommend that the benefits be increased. In our opinion, 
it would be desirable, in the case of beneficiaries who have dependents, to provide 
for dependents’ allowances in addition to the increased basic benefits provided in 
the present bills. Eleven State unemployment-insurance laws now provide for 
such dependents’ benefits. 

There is one technical defect in the bill. In order to make the qualifying con- 
dition in section 3 (a) of the Railroad Unemployment Insurance Act conform 
with the schedule in section 2, either section 2 should be amended to include 
classes of beneficiaries with base-year compensation of $150 to $299.99 or section 3 
should be amended so that the qualifying compensation will be $300 instead of 
$150. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
Joun L. Tuurston, 
Acting Administrator. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET 
Washington, D. C., March 24, 1952. 
Hon. JAMEs E. Murray, 
Chairman, Senate Committee on Labor and Public Welfare, 
Washington, D. C. 

My Dear Mr. CuairMan: This will acknowledge your letter of February 12, 
1952, requesting the views of the Bureau of the Budget on S. 2639, to amend 
the Railroad Unemployment Insurance Act. 

The changes made by this bill from the existing law are as follows: 


| ' 
} 


| Daily benefit rate | | Daily benefit rate 
| 1] 
Base-year compensation || ||_~—s Base-year compensation | ae ee Ue 
| Present | o ap: | Present | o op: 
law | 5. 2639 1] law S. 2639 
| | | 
Releases emer eee et eens cciacebsiipaliec SS 
$150 to $199.99 se se -| $1.75 | 0 || $1,300 to $1,599.99- $3. 50 $5. 00 
$200 to $299.99......__. .| 2.00 | 0 || $1,600 to $1,999.99. 4. 00 5. 50 
$300 to $474.99. ____- .| 2.00 | $3. 00 || $2,000 to $2,499.99 4. 50 6. 00 
$475 to $749.99... __- dagsn ail 2. 25 | 3. 50 || $2,500 to $2,999.99. 5. 00 6. 50 
$750 to $999.99- ; 2. 50 | 4.00 || $3,000 to $3,499.99. 5. 00 7.00 
$1,000 to $1,299.99. 3,00 | 4. 50 || $3,500 and over. 5. 00 7. 50 
| | 


Based on 1951 experience, when unemployment was the lowest in the last 5 years, 
the average benefit under the proposed legislation would be increased 45 percent. 
This would have amounted to about $25 million more in total benefit payments 
from the trust fund. A similar increase in 1950, when unemployment was the 
highest since the system started, would have amounted to about $65 million. 

“xcept for the addition of the two highest compensation ranges in 1946, the 
table of benefit rates in the act has not been changed since 1940. Since then, 
earnings have increased so that a greater proportion of beneficiaries receive the 
maximum benefit and have a smaller ay omer of past earnings replaced during 
periods of unemployment or sickness ost of living has also risen, making it 
more difficult for present benefits to cover the minimum requirements for food 
and shelter. Consequently, the objective of S. 2639 is desirable. 

Under the proposed legislation, benefits would range from a minimum of $15 
a week to a maximum of $37.50 a week. In most instances the relation between 
unemployment compensation and previous earnings would be similar to that 
proposed for the Federal-State system of unemployment compensation covering 
nonrailroad industries. 

In evaluating the benefit rates of an unemployment-compensation system, the 
requirements for eligibility for benefits should be considered as well as the absolute 
scale of benefits. In this regard the railroad unemployment system is confronted 
with a special problem in that a substantial number of railroad employees have 
only a casual connection with the industry. According to the 1951 Annual Report 
of the Railroad Retirement Board, there would appear to be more than 300,000 
railroad employees in 1949 whose employment was for 3 months or less. Such 
employees may work in the railroad industry for a day or a few weeks. They 
have no real attachment to the industry and frequently shift to other work or 
drop out of the labor market for a time. 

This large group of casual employees gives rise to certain problems which are 
magnified by the increase in rates proposed in 8. 2639. These problems concern 
the eligibility for benefits and the relatively high benefits which may be paid to 
casual workers in relation to previous earnings. Under the present system, em- 
ployees, so long as they earn the minimum amount required for eligibility, may 
draw the full 26 weeks of unemployment or sickness benefits or both in special 
cases even though such earnings were over a period of a few weeks. Of the more 
than 300,000 railroad employees who worked 3 months or less in 1949, more than 
70,000 would have had sufficient earnings in less than 3 months to be eligible fag 
benefits under the standards set by 8S. 2639. In addition, some of these workers 
may become unemployed after transfer to other industry and thus be eligible to 
draw benefits from both the railroad unemployment insurance and other unem- 
ployment insurance in succession, receiving much more than others who have 
been steadily employed in only one industry. 
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If, in connection with revision of the rates, it should be felt desirable to correct 
these problems, a satisfactory device would be to establish a standard of eligibility 
which couples with a minimum earnings requirement a further requirement that 
the employee work for a given period of time. Such a test of attachment would 
appear to be equitable for a system serving only one industry. 


Sincerely yours, : ' 
F. J. Lawton, Director. 


O 





